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CERTIFIED MATL. e

Dear Applicant:

Wz bave considerad vour application for racegnition of tax exemption from
Fedevral income Yax as an organization dascribed in section 501 {c) (&) of
the Inrerual Ravanue Code.

Tnformation submitted diccloses that you ware incorporated on N
B nder the jave of the State of [N

Tha purposas of venr orgasizarvion include the promotion of sncial and
general welfara and commeon good of the nnit owners and/or menbers of N
I i conpsction with the operatinp,
. maintenance. and mapnagamant of the condominium pwrsvant to and in
conformity #with the Act on a won-profit basis in |G
I

The activities of the orsanization consist of the care, upkeen, and

surveillance of the condominium proverty; promnigatiown and enforcemant of

rulas, regulations, and restrictions respacting ths usas, nccypancy, and R
maintaenance of condominiums and to purchase condominiuvm anits and to B
lease, mortgaga or convay tha same, subject to provisions in the By-laws.

e,
"

Sovrces of the organization's support consist of monthly eovdomlninm fens,
rapital aqqasam@nr faeq. and late chargs faes.

0
.3%b5#e beern ghown for accounting fees. legal fess, office expenses,
prop @,Ev majntenance, wtilitiss, and insurance.

L . . P i . . ..
Section S50 (eh {4} of the Code p¥owides for the recognition of civie
Jeagues, social welfars organizations. or othsr organizations not
organized for pratit, but opsrated exclusively for the promotion of social
welfare,
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X ien 1.501t2) (4)~1(a)(2) (i) of thas income tax reguiations providesz that
an orgsnization is operated exclugively for the promotion of somial
welfara if it is primarily engagsd in prometing in sowe wav the common
good angd ganeral walfare of the psople of ths cowmunity. An arganigatsan
emdbracad within this s=cticn is one which is oparatad for rhe purpose of
bringing abont civiec betterments and socisl improvements.

Ravanue Ruling 74-99 published in Cumulative Bulletin 1974-1 on page 3123

states thar a homeoWwnars assoeciation must not onnduct activities directed

to the exterior maintenanca cf private residences and that the common

areas or facilitiss sust be for the ues and anjoyment of the publie.

Your "Haster Daed” has n
e

aedurss tor maintaini~g ths private racidential
tote and common are F Ey

Are
of vour areanization,

Masray Dead ara the private nroperty

The common arsas, 3¢ atatad in vour
is divided eqnally among the homacwners.

¥
of the ascaciation and awnership

ling 74-17 published in Cusulsative Bulletin 1974-1 on paga 130,
i part, an arganizavicn that was formed by tha unit ownpers of «
ium housing nroiear that was onarafted o nravide for the

WANAQ $rsnf maintenance. apd cars of the common 2vsas of the prolact,

Tt's inoone is froe sanhershin asswessments and its dishnrsanants are Far
NOrmAYl operating axpanges.  (f starag that V...a condominium ie detined hv
svatia in the state sn whiah the organization i8 located as =sn 2sfate in
real vraparfy conziating of an wndivided Intarest in common ih 3 bortion
of a parcel of real nropertv together with separate infteregt in space In 2
rasidantial, induastria! or commercial buwilding on such real proparry,
anch a5 an apartaent. office, or stora, The statnte provides that the
ownar of a2 condomininm ynit individually owas tha interior surfaces 11T the
pravrinater walle, floors, cailings, windows, and doors of his unit.”  The
sratute goag on to list the acommon areas of tas unit such as besring)
walls, columprs, flocrs. cantral heating, pumps, pives, etc.

‘Thig Revemus Fuling gnas on te atats that,.." Tha statnte alao imposes a
raguiranent on the ouner of the nroiert to make and racord a deelaration
ot nraject restrictiong and servitudes prior to the conveyance of any
condomipium tharein, such restrictions to bind all owners of condominiuns
in the project...”

Tn Commissioney v, Lake Forast. Tnc., 308 F.2nd 814 {4th Car. 1962y, the
court held thar since a cooparative housing corporation's activitiss weras
of ths natura of ap economic and private coovarativa undertaking, it was
held not to ba taxw «¥empt as a sacjial selfare organization under saction
831 (¢} (4} of tha Code,




Revenue Pulipg $£5-203 onblished in Cumylative Bulletin 196%-5 on page 170
holds that 3 cooperative organizatior operating and maintzining a housing
development and providing housing facilifies does not gualify for Federal
faz exumption under saction H0L{c). ar any other provision of the Coda.

Ravenpne Ruling 69-280 published in Cumulativa Rulletin 1269~1 on page 152
holds that a nonprofit orgsanization formed to vrovide maintenance of
extarior walls and roofs of memhars’ homes in a developmant is not exenpt
trom Federal income tax under section 581 {c)i4) of the Code.

Your nrganization’'s purpeses and activities ars similar to the pnrposes
and activities cited in Ravenus Ruling 74-17. Your "comman areas®™ are not
opan for the use ard anjsymant of tha qaneral publin.

Ravanua ®ulina 74-17 goes on to state that., by virtue of the essential
naturs and arrncrcars of a condominium svstem af awnership, the vighrs,
durizs, privileges. and ymmunities of rhe members of an association af
ypit ownavrs in a condominivm propsriy derive frowm. and are astablished by,
statntory and contractnal provisions and are inaxtraicably and compuiserily
ftigd tn tha owner's arguisition and anjovmant af his property in the
condowinivm. TIn addition. condorinium ownershin nacessarilv involves
owparship in cowron by all condomininm unit ownars of coamon areas or
alemants supportive to the 1ndividual wnite 1n 3 structural and/or
functional sance. Thns any maintanance or cara of Such common areas or
alamants constitutras private bhenafit fa the individual homeowner members
ae apposad to prowmoting the common gond and ganeral walfara of the panple
of tha community.

Since the organjzation's activitisg are for the private benefit of its
mazbers, it cannnt ba said to ba oparatad exciusivelvy for the prorotion of
sorial welfare. RAccordingly, it doas not qualify far exemption from
Federal income tax undar section 503({c) (4) of tha Cods.

Bagsed on tha information submitted and the zpplicable Jav citad above, it
is held that your organization's purposes and activitias are for ths
private benafit of its msmbers and pot for the diract benefit nf the
community as a wholse. Akecordingly, it is held that vour organization doas
not gualifv for exaaption from Fedaral income tax under saction 501 (¢} (4)
ot the Code,

In accordance with this datermination, vou are razquiraed to file form 1120
for Faderal incore tax purpases.
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Your attapring 3s callad to section 523 of the Infernal Rewepnne Coda which
provides cartain procedurss hy which qualifying hoseawnarsg &xacciations
may elect {0 be trested axs 2 fazx exeswpt organizarion. If van Aatarmine

that von qualiiy under sacfion 528, vou may slact to £il1a3 carpaorate fax
veturn Form 1i20H.  If vou deterwins that vou do net gqualify andar sention
528, you miet £ils corporate tax raturn Form 1120.

H
=
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If vou dn not accept our findings, we racommend that vou raaquast a
coanterancas warh 5 manper of onr Regicenal (Offica conference staff. Your
raquest tor a conterencs should include a written avpaal gqiving the facts,
iaw, apd any.othar imformation to support vour position as axplained in
the annlosed Publication 892, Yon will thsn ba contactad to arrange a
date for a confarence. The conferenca may bs held at the Ragional nffice,
or 1f you raqugst, at any mupFualliv conveniant Distriat Offjica,. Tf we do
not haar from you within 306 days from the date of rhis lerter, this
detarwination will becoma final.

Sincarely vours.

Digsfriet Diractor

Fnclosures: Publication 892




